By JOHN C. MUSGRAVE

N EW BEA snnust estmmates of the
stock of fixed capitel owned by the
Federel Governmnent and by State and
local governmenis for 192579 are
of the composition and growth of the
stock sned & summary methedology are
provided. : .
Current-dollar zross and net stocks
are shown, separately for equipment
_and stctures, for the total of ail
governments, the Federal Government,
and Stata and local governmentis, in
fables 1 and 2. Estimates are provided
with military eapital included and with
it exeluded.®? Corresponding stocks in
constant (1972} dollars are shown In
tablez 3 and 4. Type-of-structure detail
for the constant-dollar gross stock of
- siruetures is shown in table 5. The por-
tions of the currané-dollar stocks shown
in tables 1 gnd 2 that are owned hy
government snisrprises ars shown in
- table 6, and corresponding constapt-
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doller stocks are shown in table 7.2
The underlying expenditure flows, to-
gother with depreciation estimates, are
shown in table 8. Thess series will he
updatsd periodically by BEA,

The new astimates ware preparved
as part of BEA’s project to maasure the
Nation's tangible wealth. Previous re-
search hes provided annnal estimates of
fizad nonresidentia! business and resi-
dential capital, annual estimates of
durable goods ovmed by sonsumers, and
sooual and quarterly estimates of busi-
ness inventories.t Development of these
estimates as part of a single integrated
project has assured maximum consist-
ency among tham, For example, inter-
sector transfers of secondhsnd assets,
such pe business purchases of govern-
ment sarplus squipment and etructurss,
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ars trested conzistently. Still to be esii-
mated ars inveniories owned by pov-
arnments and consumers, on which re-
seareh has bégun, and land, on which
resaarch iz planned,

Composition and Growth of
the Stock

The gross stock of govarnment-ownad
fixed capital ie the value of the stock
before deduction of lozses in wvelue
through depreciation. The net stock
i3 the value of the gross astock less ac-
cummlated deprecintion on the ibems
in the gross stock. Drepreciation is the
value lost throngk physies]l deteriora-
tion, obsolescence, and accident.

Gross atack

The value of the gross stock of
govarnment-owned ficed capital in cur-
rent dollars was $2,581 billion at year-
and 1878 (table 1). Tt consisted of
Federal military, $446 hillion; Federal
nonmilitary, %341 billion; end State
and locel, $1,7% billion. By major type
of capital, this total consisted of $475
billion of equipment, including $300
billion of military eguipmant, &nd
%2106 billicn of structures. The value
of the stock in 1979 was roughly 9 times
the 1950 value and 54 times the 1925
velye:

The value of the grows stock in con-
stant dollars at yearend 1979 was about
2% times the 1950 volue and 3 fimes
the 1925 value (tabla 3). The average
annual growth rate from 1925 {o 197%
was 5.9 percent, but it has fiuctnated
widely (table A). The stock grew at
vates of 4.5 percent during 1025-10
and 19.6 percent durnng 1040-45, de-
clined at » rate of 7.1 percent dunng
1945-80, and grew at o rate of 3.1 per-
cent during 1950-79-—-3.5 perceat dur-
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roflected demands orented by the very

rapid growth of motor vehicles
starting in 1056, the availability of

Federsl funds through the in
highway program. Growth has slowed

since the mid-1970°s because the inter-
state highwoy system is subatantially

eompleted snd increasing emphasis is

iwing placed on mass transit due to
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mant Graa Fixed Capilel Fwrmation, 185673,
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The State and local government stock  energy shortages. Sevond, the siock of

The Federal military stock grew from
about, 10 percent of the total ai yearend
has been the fasiest growing component

1940 to over 50 parcent at the end of
World War I (table B). It was down to

1950. Growth since 1950 was primprily
18 percent: in 1979, The constant.-dollar
1950, morensed rapidly during the

Korean conflict and since has sustained

SURVEY OF CURRENT BUSINESS
slow growth.

capital fell 80 percent frore 1945 to

Tae 1—Current=Dollar Zros Steck of Gevernment-Qrwoed Fived Capital, 1592519
Totml

Rapid prowth in the Federal non-
military stock prior to World War I
ts, tripled from 1925 to 1940 {table
5). A larpe incresse in the Federal non-
military stock during World War 11
consisied primarily of industriel equip-

Tearnd

ing the 1950’s and 1960's and 2.1 per- & dectme in this stock from 1945 to  growth.® First, growth in the stock of

cent. during tha 1970's. The stock has
reclamation . projects. The stock of velue of the gross stock of military fixed

increased every Year except during due to dems and reclamation projects.
Federal conservation and development

was primerily due to Iarge-scale publis
woHis projects, particularly dams and

shiuctures, which includes these pro-

4

a4
1945~50.

et

fucilities to private business resulted in  There are several reasons for ite rapid

ment and structures for preducing war-  since 1950—its share rose from 54 per-
related goods. Bales of some of these cent to 60 percent at yearead 1979,
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aducationa! structures, mainly in re- expanded airports (which are inciuded gzbout 60 percent, 80 percent, and 20

sponse to the increase in the schoolage in “other structures™).

percent respectively.
Net zstock
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n, grew rapidly through the  In current dollars, the aversge an-

mid-1970's, but slowed since the mid-
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also holds for the 1970's, as the com-

uring

The average acnual prowth rate of

the constani~-dollar net stock of govern-

ment-owned fixed capital d
79 was 3.0 percent, slighily lower than

that of the gross stock. This rela

1924-70 was 7.7 percent (iehble A).

Abont one-half of this rate was dus to
growth of the constant-dollar stoek and
ona-holf was due to mflation. For 1950

79, the rate averaged 7.9 percent; ahout

nual growth rate of the groes stock of
governmeni-owned fixed capitol for

urbanization
oant since

, increasing
the lata 1880's aceounted

snce

for rapid growth in sewer systems mod

1978, a8 the schoolage population de-
1950 and the availebility of Federsl

wod concern for the en

tively.

1970-70 were 2.1

1

naring

parative rates for constant-dollar gross
The nat stock grows at lowar growth
rates than the gross stock when the
avernge age of the items in the stock in-

pervent and 1.7 percent, respec

snd net stoclks

[Pl ol dellar]

flation. For the 1950%s, 1960, and

growth and 60 parcent was doe to in-
1970%s, the rates averaged 5.8 percent,
7.2 percent, and 11.1 percent, Te-

40 percent of this was due to real

Toble 2, —Current-Dollar Net Steck of Goveroment-Owned Fixed Capival, 1985=T9
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Tha average ages of the total and its

while thet of the State and local steck
ehanges in the rate of capital formation.
sre of the total stock would rise
share of structures, which is longer-
livad, increased and decline if the share
creased. Because the structures

pariod. During 1970-79, the average

the =ztock rose.

19485-50 components are affacted by the chang-

r

uring

[Elliona of 1972 dolarg]

during 195070 was due to If the nvernge ages of all asset types Te-

Ti8

16.3 in 1970 and that of the Faderal of equipment, which is shorter-lived, in-

roze elowly to 16.7 by 1970 end to 18  ages of all three major componants of

fits low), rose to 16 by 1050, and than

The average age of the Faderal non-
military stock ross from 12 in 1950 to

gharp drop during 1940-45 and the sub-
the Faderal and State and local stocks.

by 1979 (its high) (table D). The

elow
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The average age of the constant-

dollar gross stock of goverament-owned military stock rose from 9.2 to 13.4,

In current dollars, average annual
rrowth rotes of the net stock were 7.3 sequent sharp rise d

Yearend

glows. The siowdown in government during 102540, dropped to B.1 by 1945  daclined from 20.9 to 17.8 during
percent during 192579 and 8 percent were primarily dua to fluctnations in  ing mix of asseta in the atock and

during 1950-79. As with the gross the stock of military eguipment. Tha

gtoclk, real growth aceounted for about
haif of the 1925-79 incrense and about  offsetting changes in the average ages of mained constant over

40 percent of the 1950-79 increase.

aceur when the rate of capital formostion  fixed cepitel rose irom 14.3 to 16.4 years

wag most pronounced in state and loeal

highway and school congtruction.
Average age qf the stock

fized capital formation
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expenditure flows and gross

stock

The stoclk sstimates are derived by
7. Provodures wre almfer 4o tivoss ot 10 ovesore the sharz

the late 1960°s, the Federal component
the State and local sowponent

third of ite value in the late 108(Fa.
tha perpefusl inventory method

wphtal I fontnote 4

1979 (table 3).

ion in

1l
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to World War II, rose to
to ite high in 1968. Since

rEteny of Kz daljara]

+

ranged batween 34 hillion and $10

1966 to 87 b

ion prior

0. Bines 173, BEA bas pobllshat snnohl sgtmedes of

mid-1960"s from a high of $2§ bilion declined by thelate 1£70's to abaut one-
gorornment kpas foos] apitel fopmeton, whick i3 dslloed

o exninds porcheaes of mEliayy faed capétal Ses che dissge-  0F Sred NS copbhi=—32 Cir fefsiiced o0 ATod Loditi

slon in the methidolonst ohHon.

toial government net fived capitel for- bes been a amell pegative value,

$17 billion during the war, fell to alow o0

by government.® In constant dellars,
of minus $14 billion after the war, and

m
hall
rosa ste
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al types of
which was [

Table 4. =Constant-Dollar et Stock af Governmente=lvwned Fixed Capital, 1925=T3
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for detailed types of military equipment
ars not avaiable.

Service Lives and relivement palterng.—
The service lives used to derive the
stock eetimates are piven in table E.
For the types of aszets for which book
value estimates of the gross stock in
historical-cost veluation are available
from the sourca wapency (primarily
gOT t-owned, privataly operated;
Federal enterprizes; and military equip-
ment), it is possible to infer the years
of discard and very their serviee lives
over time accordingly. For thesa types,
tha hves shown i table E are those
used for recently purshesed asssts. For
othar types, the lives shown in table E
ara used for all years. The lives are
based on datns from government agen-
vies, fhe assamptions of Raymond W,
Goldemith, and, whera applicabls, com-
parisons with similar assets in the
buginess seetar.?

The service lives in table B fov types
of aszets for which ne book velus data
are availebla represent averages, snd
underlying these averages are distri-
butions of discards. To account for the
fact that assets gre retired at different
apes, pattarns of ratirementz are used.
Theae patterns are based on the Winfrey
5-3 curve, which ia & bell-shaped distri-
bution centered on the average life.
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Table C.—ConstantDollar Net Stock of Fired Reproducthle Tarl:l.'bla Wealth, by Ssctor
and Type of Wealth, Selected Yoo
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For nooresidential capital, retirements
start at 45 percent and end at 155
percent of the average lifa. For resi-
dential capital, retiremenis start at
¥ percent and end at 195 percent of
the average. Thege patterns are shown
in table F.

Falugtion

The stock satipnates are wvalued in
three different ways—at historical cost,
ai constant cost, and at current cost.

The historicel-cost estimates, which
value each asset in the gross stock atb
its orizinel acquisition price, are not
ghown in this article but pre available
on request from BEA.

Constant-coat, or coustant-dellar,
estimates value each aszet at the prices
ol 1972, the same prices as those used
for constant-dollaxr GNP. The esti-

- matmg provedurs starts with gross ex-

penditura flows expressed in constant
prices, obtained by dividing curremt-

Tahls Ib—Average Age of the Constapt-Dollay Grose Stook of Goverpment—{Chwoed Flxed Ca.pim.l. Seleoted Years
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dal]s.r expendlture. flows by appropriata

“'price indexes. Thus, the comstant-cost

«stock is sp estimate of the quantity
of government-owned fixed eapital
" valaed in 1972 prices.

Current-cost, or surrent-dollaz, es-

timates value ezch azset at any specified
period st the prices of thet peried.
b«Currentcost stoek estimates are cal-
., culated by applying price indexzes to
Y the constant-cost stock estimates, For
Jexnmpla each component of the year-
., end 1979 stock valued ai current cost
18 the product of the yesrend 1979 stock
~walned at constant cost and the yearend
19?9 price indax, In affect, tha current.
"cost stock is an estimate of the
“replacement value of gowrnmaut.-
_owned fized capital.

The price mdaxes nsad to derive t.he
“onstant-cost and curramt-cost stock
- estimptee are the zame a3 those yzed o
. estimate government purehases of poods
1 and services, supplemented by prics in-
, dexes for government-owned, privately
* operated assets, government enterprise
-tessets, and military equipment. Price
~indexez for governmeni~vwned stros-
_ tures ave based on varicus construction
* price and eost indexes.™ Those for mili-
bitary equipment were developed by

BEA from a variety of sources, in-

L)

. S “Tavised Doflators for Mew Conslruolion, 1947-
* ta, SusvET, Part [, Aogust 109e.

2
1

" equipment

In the i, suvimltmhrthmamuﬂmmvmhdmﬂm&@m]hmahnnm thoes niesd far maasis

v River Badin Project, Bouthwestern Powsr Adminkstraton,

mS-'t-r.rm
l;‘.mdlt Dcrpu'wg.ujst. Luwrence Geawny Develonment Corparstlsn, and

clrding .S, Depertment of Ihafenze
dats, Informstion from defsnge con-
tractors, apd Preducor Priee Indoxes
(FFPL'sy, published by BL3" Those for
other types of eguipment are derived,
for the moet part, from PFI’s. In com-
piling the FFI's, BLS attempts to re-
mave from reported price changes those
changes in ¢ost that are etiributable to
changes in epecifications. Thus, if an
asset is replaced in the constant-dollar
stock by another that ia more castly to
produce in real terms, tha stock rises,
However, if improved technology per-
mif{s production of a new improved assat
&t the same cost Bs an old asset, replace-
ment of the old asset by the new asset
does not raise the stock. The PFI's used
for nonmilitary equipment and their
waights are hased on analyses of the
types of equipment involved, using in-
formation from the following sources:
government-owned, privately operated
and Federal enterprise asseis—the
sgencies involved; other Federal non-
militery equipment—ihe General Berv-
iees Administration; State and local
{inclading enterprises)—
BEA's input-output tables.
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Table F.—Modifed Winfrey 5«3 Ketlrement
Parterns for Goverimient-Ownaed Fixed
Capital
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Deprecigtion and net capital stock

Assets are ¢arried in the groes stock
gb their undepreciated values during the
entire time they remesin in the stock, To
estimate the net stock, depreciation
rates wre applied to these walues. The
depreciation method veed to derive the
net stoclr astimates in this study is the
straight-ine formula, which assumas
equal dollar depreciation aver the life of
the asset.

In the patione! incoma and produet
atcounts, govarnment purechasas of fxed
nasets ave hot capitalized. Thus, the de-
preciation estimates shown in table 8
gre not imecluded in the estimates of
capital consumption allowances in the
national ineome apd product accounts.



